September 17, 2004

Mr. Robert E. Feldman
Executive Secretary
Attention: Comments/Legal ESS
Federal Deposit. Insurance Corporatlon
. 550 17th St., NW

Washington, DC 20429

_RE: RIN 3064-AC50
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The South Carollna Association of Communlty DevelopmeﬁtrCor oratxmns,
a trade association comprised of 45 community develoment caxporagions
‘throughout South Carolina,.urges you to withdraw your ropo d ‘cHdnges
to the Community Relnvestment Act  (CRA) regulatlons he C hasebeen
1nstrumental in increasing homeownershlp, boostlng economic~— ‘ {j
- development, and expanding small businesses in the nat;on s»mlnorlty,
- immigrant, and low to moderate- 1ncome communltles ‘Your prOposed

- 'changes are contrary to the CRA-statute and Congress’ - -intent because}
they will slow down, 1flnot halt, the- progress made in commUnity
relnvestment. ' e : . T
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Under the current CRA regulatlons, banks w1th assets of at least $250
milTion are rated by performance evaluatlons that scrutinize their
“level.of lending, investing, and service to low to moderate- 1ncome
ucommunltles. The proposed changes will eliminate the investment: ‘and
service aspects of the CRA exam for state-charted banks with assets
between $250 million ‘and $1 billion. 1In place of these parts, ‘the

. EDIC proposes to add a communlty development criterion. .

- The proposed communlty development guldellne would be serlously
deficient as a replacement for the investment and servicé tests. Mid-
size banks with assets between $250 mllllon and $1 billion would only
have to engage in one of three activities; c¢ommunity: development
flendlng, 1nvest1ng, or service provision. Currently, mid-size banks

- must engage in all three activities. Under your proposal, a mid-size
'~ bank would be able to choose a community development activity that is

easiest for the bank 1nstead of providing comprehensive community

development services as- needed by low and moderate-income communltles.

" The proposed communlty development criterion will result in
significantly fewer loans and 1nvestments in affordable rertal
housing, Low-Income Housing Tax Credits, community service facilities
such as health clinics, and economic development projects. It will be
too easy for a mid-size bank to comply with the proposed comminity"
development criterion while the actual services they provide may be
inadequate. . For example, under this proposal a mid-size bank could
provide a few grants or sponsor a few homeownershlp fairs and be well
within the compliance parameters. Thus, the new guidelines act as a
dlSlncentlve to banks’ engagement in a comprehens1ve effort to provide
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communlty development loans investments, and services to target -
communltles : I ; : - - N

-The ellmlnatlon of the serv1ce test w1ll also have harmful : .
. consequences for low and moderate- income communities. CRA examlners S
© will no longer expect mid-size banks to malntaln‘and/or build: bank '
".branches. in such communities. Mid- size banks will no longer make =
. sustalned efforts to prov1de affordable banklng serv1ces “and: checklng"
'{and savings accounts to consumers ‘with modest. incomes. Furthermore,
- mid-size banks may not: -respond’ to - the grow1ng -demand for serv1ces

: needed by 1mmlgrants such as’ low cost remlttances overseas

;_The ellmlnatlon of the small bu51ness lendlng data reportlng _
hrequlrement for- m1d size banks is another destructive aspect of your
Tplans.. Mld size banks w1th assets between $250; mllllon and S1 bllllon

S willl no longer be requlred to report small bus1ness lendlng by census}g

tracts or revenue- size :of the borrowers Wlthout data on: lendlng to.

uv-small bu81nesses,v1t is 1mposs1ble for low income: and rural 01t12ens
. to hold the mid- -size banks- accountable for respondlng to: the credlt

. needs of mlnorlty owned -female-owned, and other small bu31nesses -
Data dlsclosure has been respon51ble for. increasing access to credlt e

"n.pre01sely because dlsclosure ‘holds- banks ‘accountable. ] Your proposal

S oowill decrease access to credlt for small bus1nesses ThlS 1S'contraryfjﬂ
o to: the CRAls goals SIS : x cen : RO

South Carollna 1s largely rural w1th mid- size and smaller COmmunlty

”;banks domlnatlng our state’s communities. ” ‘The 1mplementatlon of thlsff
'rullng will make 1t eaS1er for. the majorlty of ‘our. state '8 banks to R

- meet the mlnlmum crlterla to be in compliance for the COmmunlty
j;Relnvestment Act. -In specxflc,_lf the. FDIC. increases. the asset-
~ threshold; 19 South Carollna banks" would ‘no longer be subject to a

5_full CRA examination. ThlS ‘means that only 7 banks in:SC 'would: be'.

‘:_sub]ect to a comprehenS1ve CRA ‘exan while 90 (935) would not.,_ Cf
'equal concern 15 of the 19 banks that would no--longer -be subject to

>5;the full CRA examlnatlon are 1ocated 1n rural dlstressed communltles.fv'

'f><F1nally, you propose that communlty development act1v1t1es 1n rural

. .areas. can’ benefit any group of 1nd1v1duals, rather than low and .
-3moderate income 1nd1v1duals in spe01flc . Slnce banks will be able to

focus on affluent" re51dents of rural - areas, your proposal. threatens toi’:”

, divert. communlty development act1v1t1es away. from the low. and R
.,'moderate income “¢ommunities and consumers- that the CRA' targets Your
,proposal for rural Amerlca merely exacerbates ‘the harm of your -

- proposed streamllned exam for mid-size. banks, wh1ch will result in-

meuch less. communlty development act1v1ty In.rural Awmerica, that
. reduced act1v1ty ‘can now earn CRA p01nts 1f it beneflts affluent
:consumers and communltles " : ‘ v

CRA has played a major role 1n advanC1ng communlty economlc

'f}'development and 1ncrea51ng access. to capital for low to moderate-.

income- citizens. Your. proposal will dramatlcally reduce communlty
development lendlng, 1nvest1ng, and services. Your plan compounds



thls damage in. rural areas, . whlch are 1east able to afford reductlons

;;1n credlt and capltal . You also ellmlnate crltlcal data on’ small-
’fbus1ness lendlng These results and- those mentloned above led two

other. regulatory agencies,: the Federal Reserve Board and the Offlce of

the Comptroller of Currency, to. embark upon- a. dlfferent path than the

"

S_l,ncerely. o

V:fﬁone you have" chosen because they recognlzed the harm it would cause
h‘We ask that you- w1thdraw your proposed changes :

’Feel free to call me 1f you have any quest1ons

Bernle Mazyc

;Presrdent &- Chleﬁ Executlve Offlcer

:f<South,Carollna Assoc1at10n of Communlty g
: T;Development Corporatlons o -
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